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Exchange Rate 


1974-1975: RF 91.91=US$1 


KEY ECONOMIC INDICATORS 


1973 1974 
ITEM (million) (million) 


GDP (est.) 266. 
Per capita GDP (est.) 66 
Money supply (on 12/31) 43. 
Foreign exchange holdings (on 12/31) 14. 
Net foreign exchange position 10. 
Public debt outstanding (on 12/31) 44. 
External debt (on 12/31) a 
Government expenditure 
Government revenue 25. 
Total exports (f.0.b.) 30. 
Exports to U.S: * i. 
Total imports (c.i.f.) 30. 
Imports from U.S. ** 1 
Balance of trade -0. 
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* U.S. Dept of Commerce Data 

** The largest item was used clothing. Next in 
importance were cereals, flour, vegetable oils 
(under the PL 480 program), vehicles, machines. 


Production (in tons) and Exports (by value in US$ millions): 


% 


Change 
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1973 1974 % Change 


Prod. Exports Prod. Exports Prod. 


Coffee 14,160 18.5 14,062 227 -.7 

Tea (dried) 2,803 2a. 3,433 2. 22.5 

Cassiterite 1,964 3 1,982 : 9 

Wolfram 152 z 121 i -20.4 

Pyrethrum 1,427 j 1,301 ; -8.9 
(dried flowers) 
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SUMMARY 


As one of the least developed of the developing countries, 
Rwanda suffers from the ills commonly associated with economies 
based primarily on subsistence agriculture, a burgeoning 
population (the highest population density in Africa), insuf- 
ficient budgeting receipts, limited commodity exports and 
heavy reliance on foreign assistance. Rwanda is additionally 
handicapped by its land-locked dependence on inadequate and 
occasionally politically-disrupted routes to the ports of 
Mombasa and Dar es Salaam. 


Nevertheless, the return of political stability following the 
formation of the Second Republic, the implementation of a 
foreign policy which has improved former tense relations with 
immediate neighbors, the imposition of governmental discipline 
and rapidly increasing foreign assistance (particularly in 
infrastructure) are providing a base for moderate economic 
improvement. 


Specific sectors of the economy -- particularly commodity 
exports and foreign assistance projects are receiving consider- 
able investment capital. For other sectors -- notably energy 
imports, inflation, consumer goods and agricultural production -- 
the future poses major problems. Higher petroleum and transport 
costs have been responsible for a significant deterioration in 
the balance of payments and a growing debt servicing schedule 

is expected to exert even greater pressure on external finances. 


Within this context and Rwanda's relatively open economy, US 
business firms have some opportunities. Infrastructure projects 
such as roads provide prospects for capital goods; there is a 
need for commercial capital (bank loans) and services (such as 
air cargo), and the possibility of private investment in export 
commodities (such as tea) as well as energy and tourism projects. 
Rwanda recently joined the International Finance Corporation 
(IFC) and the first American private investment (a tea factory) 
is pending. The US continues to be the major purchaser of 
Rwandm coffee and tea and a major supplier of one of the 

largest imports -- simple clothing. 
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CURRENT SITUATION AND ECONOMIC TRENDS 


The Overall Economy -- Some Prospects But Also Critical Problems 


Although no worse than many others, 1974 was not a good year 
for the Rwandan economy and indications are that 1975 will 
reflect only marginal improvement. Subsistence agriculture, 
which accounts for roughly half of GDP, was buffetted by alter- 
nating excessive rain and drought necessitating an international 
emergency food relief effort to avert wide-spread hunger. The 
cash crops of coffee, tea, pyrethrum and quinine earned higher 
export receipts but the continuing energy crisis caused land- 
locked Rwanda's import bill to skyrocket with a resulting 
major deterioration in the balance of payments. Across-the- 
board pay raises for public sector employees have contributed 
to inflation and have placed further strains on the budget 
resulting in a roll back in projected development expenditures. 


The government earnestly desires to move Rwanda out of 
virtually last place in the development race. Foreign assis- 
tance is accepted from a variety of donors with most projects 
directed toward improving infrastructure. The major dif- 
ficulty yet to be solved is obtaining a sufficient degree of 
economic growth to offset the estimated annual 2.8 percent 
advance in population and thereby reverse the decline in real 


income that has occurred in the past three years. 


The situation is complicated by a severe wave of inflation. 
After remaining essentially stable between 1968-1973 the 
retail price index rose by 45 percent in 1974 and at an annual 
rate of 30 percent in the first half of 1975. The bulk of the 
population is somewhat insulated from inflationary effects 
through subsistence agriculture and extremely limited con- 
sumption patterns. 


In assessing responsibility for the current inflation, a Central 
Bank publication lists the following factors: the dislocation 
of import trade associated with a continuing departure of Asian 
wholesalers; food crop failures; excessive speculation; petro- 
leum price increases and transport/insurance cost increases. 

The Government faces a basic problem in attempting to guide 
commercial activity while maintaining business confidence. 
Comparatively few Rwandans are entering the import trade thus 
contributing to shortages and rising prices. Remaining foreign 
merchants are wary of government exhortations and, in an effort 
to maintain maximum liquidity, decline to invest in inventory. 
On the other hand, extensive construction activities in Kigali's 
commercial district reflect optimism by Rwandan businessmen. 
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Petroleum prices bear a major responsibility for the lack of 
real economic growth. With activity in the monetized economy 
dependent on oil imports, price increases have been passed 

on at all levels. In 1974 petroleum imports (mainly gasoline 
and diesel fuel) rose 34 percent in quantity but 141 percent 
in value to $5 million. Higher prices were coupled with 
uncertainty in supply (road construction and Ugandan border 
closings) causing severe dislocations in the economy which 
have been felt throughout 1975. 


Aside from a few random price controls, economic policy is 

also gauged more to stimulate economic activity than to control 
inflation. Both monetary and fiscal policies are clearly 
expansionary. On the monetary side, interest rates have 
remained stable at low levels for the past several years while 
the money supply expanded at 48 wd 31 percent in 1973 and 1974 
respectively. Bank credit to the private sector, paced by 
advances to coffee marketers, rose by 76 and92 percent during 
the same years. Some sector ceilings were placed on private 
bank credits early in 1975 but then removed when they threatened 
to hamper coffee exports. On the fiscal side, the expansionary 
central government budget is normally in deficit. With budget- 
ary receipts linked to fluctuating coffee production, govern- 
ment expenditures (two-thirds of which are for salaries) rise 
inexorably assuring a continuing flow of red ink. With growing 
demands on the Ordinary Budget to meet operating expenses, the 
1975 Development Budget will be limited to the $2.6 million 
spent in 1974 instead of the $5.4 million originally budgeted. 
The cutback could mean further delays in development projects 
related to reduced counterpart contributions to many foreign 
assistance projects. Conversely, some donors are bearing a 
higher proportion of development project costs. 


To date, debt service has not been a Rwandan problem. At year- 
end 1974, total public debt stood at $57.6 million of which 
$12.5 million was owed to foreigners. However, by November 
1975 foreign loans alone (mainly from the Peoples Republic of 
China and Arab states) had risen to $87.5 million and will 
exert a critical future servicing problem. The Central Bank 
estimates annual debt servicing at $656,000 over the next ten 
years then jumping to $2.5 million in each of the following 

15 years. 


Balance of payments data are just beginning to be assembled 
with a degree of precision. In 1974 they reportedly reflected 
a deficit of $32 million on goods and services. Net transfers 
and long-term capital inflows directly related to foreign 
assistance totalled $40 million underscoring the financial 
dependence on foreign aid. By the end of 1975, favorable coffee 
prices and continued official capital inflows should enable 
gross international reserves to equal three months imports. 
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The Export Sector - Generally Favorable 


Rwanda's cash crops are the backbone of the monetized economy, 
accounting for about 75 percent of all exports and 25 percent 
of GDP. 


Coffee: The country's 41 million coffee trees yielded 14,000 
tons of marketable Arabica coffee in 1974. When combined 
with re-exports of border-trade Robusta coffee, tonnage 
reached an all-time high of 25,076. Shipping delays on the 
1,100 mile route to the port of Mombasa resulted in a portion 
of the $22.6 million export receipts not being reflected in 
the 1974 balance of payments. The major increase in world 
coffee prices in mid-1975 upped the average Rwandan price per 
pound from 43¢ to 70¢ and ensured not only a dramatic rise in 
export receipts but also hold out some prospect of a balance 
of payments surplus in 1975. Traditionally, about 75% of the 
crop is sold to the United States. 


Tea: Clearly a growth industry, tea plantations have expanded 
through Common Market assistance projects and exports rose 

18 percent in 1974 to 3,132 tons. Rwandan tea prices also 

rose by one-third during the year and receipts were set at 

$2.4 million. The development plan calls for exports of 

10,000 tons of dried tea by 1980 which is considered feasible. 
About 33% of current tea production is sold to the United States. 


Pyrethrum: Although plagued by organization and processing 


problems, the pyrethrum industry is now making an important 
contribution to export earnings. With the establishment of 
the USINEX extraction plant Rwanda exported roughly 60 tons 
of pyrethrin extract in 1974 -- virtually all to the United 
States. Continuing production difficulties, however, cloud 
export expansion. 


Other Crops: Quinine bark exports totaled 455 tons in 1974 
placing Rwanda in 4th place as a world supplier. Plans call 

for extension of acreage and the construction of an extraction 
plant. Rice, sugar cane and cotton are also produced in 
comparatively minor quantities although none are major exporters. 


Industry and Commerce - Generally Stagnate 

not 
With few exceptions, industry does/play a significant role in 
the economy. The cassiterite and wolfram mines are running 
well below 1970 production levels. Sharp increases in world 
prices, however, have enabled them to remain important foreign 
exchange earners. The mining company SOMIRWA plans a $115 million 
investment program over the next three years and the UNDP is 





studying the possibility of constructing a tin smelter to end 
exports of unprocessed ore. The only "booming" non-agro 
business is a brewery fueled partially by a methane gas pilot 
plant on Lake Kivu. Production has been increasing by over 

ten percent annually and stood at 30 million bottles in 1974. 
Tourism continues to expand and, with over 23,000 visitors in 
1974, an increase in capacity is needed. New hotels (financed 
by foreign assistance) are planned for the capital and game park. 


Foreign Assistance 


Plans in 1975 called for a total economic development program 

of $72 million -- $61.2 million (85%) financed through foreign 
loans and grants and the balance (15%) through the Development 
Budget (now cut in half), the Rwandan Development Bank, the 
parastatal coffee marketing organization OCIR and in-kind con- 
tributions. Foreign funding is roughly 60 percent bilateral 

and 40 percent multilateral. Of the latter, major projects 
include an IDA road building project plus European Development 
Fund (Common Market) projects in tea growing and electrification. 
Belgium continues to be by far the largest bilateral donor 
($11.8 million). However, the Peoples Republic of China has 
moved into second place by virtue of its loan-financed road 
construction project between Kigali and the Tanzanian border. 
The major component of United States economic assistance in 

1975 was $1.6 million earmarked for construction of six ware- 
house centers for a Food Storage and Marketing Project. Through 
the purchase, storage and sale of three major staple crops, the 
project's goal is to rationalize marketing procedures thereby 
significantly reducing the major seasonal swings in prices that 
plague Rwandan farmers and consumers. 


IMPLICATIONS FOR THE UNITED STATES 


In spite of its precarious developmental position, American 
investors and traders can find attractive business opportunities 
in Rwanda if they are willing to be improvisational and per- 
sistent. Traditional commercial tools of market surveys, con- 
sumer profiles, etc are generally not available and the lack of 
Rwandan familiarity with many US business practices requires a 
patient approach. 


Investment 


Rwanda is particularly interested in private investment. The 
Foreign Investment Code, under revision, is liberal and both 
government and consumers are favorably disposed toward Westerners. 
In November 1975, Rwanda became a member of the International 
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Finance Corporation with membershipproviding investor 
services in the private sector including project identifica- 
tion. Areas of possible interest include foreign assistance 
related projects such as road construction. The growing 
tourism industry could also be attractive to US firms. 
However, Rwanda's isolation, limited paved road network and 
lack of many amenities expected by today's traveler counsel 
installations on a modest scale. A US firm has expressed 
interest in plans for a tin smelter. In the event UNDP 
feasibility studies are favorable, a US investment in the 
mineral sector may be possible. A partial ERTS satellite 
photograph and analysis of Rwandan minerals was presented 
the government earlier this year, but additional coverage 
and the completion of the UNDP minerals survey is needed 
before further investment decisions can be made. 


Trade 


American export sales opportunities continue to center on 

used clothing and prospects for continued mid-term growth 

are good. In the longer term, Rwanda's embryonic textile 
industry will displace a portion of these sales. The US 
continues to be Rwanda's largest customer, taking 63 percent 
of exports in 1973 and probably similar amounts in 1974 and 
1975 through coffee, tea and pyrethrum purchases. While US 
annual purchases vary marginally, there is no reason to assume 
in the near future any major shift in the market share. 


Services 


Averitan firms providing technical services such as project 
management contracts (particularly in the agricultural sector 
which is receiving major bilateral and multilateral attention) 
have opportunities. Other potential services include air 
shipment of key exports and imports in order to bypass dif- 
ficult overland conditions. Air shipment is considered 
potentially profitable and experimental shipments of tea, 
pyrethrum, vegetables, flowers and even ores have occurred. 
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